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SUBJECT: FAC LICENSE APPLICATION FOR WHEAT FLOUR TO NORTH KOREA 

1. MR. LOGAN R. BROWN, PRESIDENT AND CHIEF EXECUTIVE 
OFFICER OF ROBIN HOOD MULTIFOODS LTD MONTREAL, 

WHOLLY- OWNED SUBSIDAIRY OF INTERNATIONAL MULTIFOODS 
CORPORATION OF MINNEAPOLIS, CALLED ON ME MAY 14 TO ASK 
THAT I LOOK INTO STATUS OF PARENT COMPANY' S APRIL 4 
APPLICATION TO U. S. TREASURY FOR FAC LICENSE TO SHIP 
300,000 HUNDRED- WEIGHT OF CANADIAN WHEAT FLOUR FROM 
CANADA TO NORTH KOREA. I UNDERTOOK TO COME BACK 

TO HIM MAY 16. 

2. IN MAY 15 TELECON WITH EUR/ CAN WE LEARN THAT 
INTERNATIONAL MULTIFOODS' FAC LICENSE APPLICATION IS 
UNDER ACTIVE CONSIDERATION, AND WE WILL SO REPORT TO 
BROWN. WE UNDERSTAND, HOWEVER, THAT WE CANNOT 
SPECULATE WHEN MULTIFOODS WILL RECEIVE A DEFINITIVE 
ANSWER FROM TREASURY AND, MOREOVER, THAT THERE MAY 
BE SOME DISPOSITION TO DISAPPROVE THE APPLICATION OR 
APPROVE IT ONLY AFTER NSC CONSIDERATION. 

3. I URGENTLY RECOMMEND APPROVAL. EQUALLY IMPORTANT, 

I RECOMMEND APPROVAL AS SOON AS POSSIBLE. I BASE BOTH 
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RECOMMENDATIONS ON OVERRIDING CONSIDERATIONS OF FOREIGN 
POLICY DERIVING FROM THE FOLLOWING SPECIFIC REASONS: 

( A) I UNDERSTAND FROM MULTIFOODS THAT ROBIN HOOD' S 
300,000 HUNDREDWEIGHT ORDER IS PART OF AN 80,000 
METRIC TON ORDER OF WHEAT FLOUR FOR NORTH KOREA WHICH 
HAD ITS GENESIS IN A NORTH KOREAN APPROACH TO THE 
CANADIAN WHEAT BOARD AND WHICH HAS CANADIAN GOVERNMENT 
APPROVAL AND CANADIAN GOVERNMENT FINANCING. 

( B) OUR DENIAL OF FAC LICENSE APPLICATION WOULD 
NOT THWART A 300,000 HUNDREDWEIGHT SHIPMENT WHICH 
SOME OTHER CANADIAN MILL WOULD SUPPLY INSTEAD, BUT 
MERELY COMPLICATE THE CANADIANS' DELIVERY OF THE FULL 
ORDER. 

( C) WE HAVE NO INDICATION TO DATE OF PUBLIC 
KNOWLEDGE OF. OR CANADIAN GOVERNMENT CONCERN OVER, 

THE PORTION OF ORDER SUBJECT TO FAC LICENSE. BUT 
THE LONGER IT TAKES TO RESPOND TO MULTIFOODS, THE 
GREATER IS THE RISK OF THIS TRANSACTION BECOMING 
PUBLIC KNOWLEDGE AND BEING BLOWN UP IN THE CANADIAN 
MEDIA AND OTHER QUARTERS, INCLUDING PARLIAMENT, AS 
ANOTHER CAUSE CELEBRE IN THE EXTRA- TERRITORIAL APPLICA- 
TION OF U. S. LAWS AND REGULATIONS. WE HAVE HAD NO 
SUCH EXPERIENCE IN AT LEAST THE LAST 2 YEARS AND 
FOR SOME SUCH CASE TO ERUPT AT THIS TIME WOULD BE 
PARTICULARLY DAMAGING TO U. S. INTERESTS IN CANADA. 

( THE PISCES IV DEEP- DIVING SUBMERSIBLE WAS OF A 
DIFFERENT CHARACTER: IT INCORPORATED U. S. ORIGIN 
TECHNOLOGY AND COMPONENTS.) 

( D) I HAVE IN MIND PARTICULARLY THE $24 BILLION 
U. S. DIRECT INVESTMENT STAKE IN CANADA AND THE 
FOREIGN INVESTMENT LIGISLATION PRESENTLY AND QUIETLY 
PENDING IN PARLIAMENT. HEARINGS ON THIS LEGISLATION 
SHOULD BEGIN THISMONTH. PUBLIC FUROR OF A MAGNITUDE 
OUT OF ALL PROPORTION TO THE INTRINSIC IMPORTANCE OF 
300,000 HUNDREDWEIGHT OF WHEAT FLOUR WOULD IN OUR 
JUDGMENT CALL FORTH AMENDMENTS AND PROPOSALS MAKING 
IT MORE OWNEROUS ON U. S. INTERESTS THAN IT 
PRESENTLY IS LIKELY TO BE. 

(E) FINALLY. OVER THE PAST TWO YEARS WE HAVE 
CONTINUED TO HAVE THE QUIET AND EFFECTIVE 
COOPERATION OF GOC OFFICIALS IN THE EXCON FIELD 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 OTTAWA 01 174 161614 Z 

GENERALLY, PARTLY ON THE BASIS THAT WE HAVE PROMISED 
AND DELIVERED PROMPT AND FLEXIBLE ACTION IN 
INDIVIDUAL CASES. IN MY OPINION PROMPT TREATMENT OF 
THE INSTANT CASE IS AS IMPORTANT AS FLEXIBLE AND 
AFFIRMATIVE TREATMENT. IN ORDER TO AVOID UNFAVORABLE 
PUBLICITY THAT COULD ENSUE EVEN IF LICENSE APPROVE 
BUT ONLY AFTER ADDITIONAL DELAY. ( WE NOTE 
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ROBIN HOOD' S ORIGINAL APPLICATION, RETURNED WITHOUT 
ACTION BY U. S. TREASURY FOR SUBMISSION BY U. S. 

PARENT, WAS DATED MARCH 21.) 

SCHMIDT 
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